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Chairman Nelson and members of the Commission:
 
Thank you very much for inviting us to participate in your discussions regarding the Affordable Housing Impact Fee on commercial development, AKA the Linkage Fee.
 
This was referred to your commission because the business community fears that the fee makes San Diego less competitive than Poway or National City or Carlsbad in attracting jobs.  There is no evidence, other anecdotal reports that the fee is anti-competitive.  However, there is evidence that the use of the revenue from the fee has not only created affordable homes for low income households, but it has been an economic driver of its own.




Presenter
Presentation Notes
First, a little about us. San Diego Housing Federation is a 20 year old trade association, originally known as the Nonprofit for Federation for Housing and Community Development. Our membership consists of the nonprofit and for profit affordable housing developers, the local government housing departments, the banks, tax credit investors, advocates, architects, general contractors, engineering firms and others that support the creation of homes affordable to working families, seniors and the disabled.
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The Context
 
SANDAG, the Regional Economic Development Corporation, the Regional Chamber of Commerce all proves that high housing costs are one of top reasons that make San Diego a difficult place to do business.  
 
The most recent data for the County shows that 21% of the households are paying more than half of the income on housing costs.  For those households whose incomes are less than 30% of the area median income (~$21,000 for a family of four) almost 70% are paying more than half of their income on housing costs and almost half of those earning $45,000 or less are paying more than half of their income on housing costs.  
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The Context

2008 46% of ALL Households Paid More Than 30% of their 
Income on Housing Costs
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46% of the households in the County pay more than 30% of their income on housing costs. 




The Context

1989 40% Paid more than 30% of Income on Housing Costs

San Diego Least Affordable City in the United States
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If look back 20 years. We see things were better than they are today and San Diego was the least affordable city in the country.




The Context
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Consequently, Wes Pratt, Chairman of the San Diego Housing Commission appointed San Diego Housing Trust Fund TasK Force



The Context

Presenter
Presentation Notes
The Task Force membership represented a cross-section of business, development and advocates.  The report they developed recommended 5 funding sources to generate over $50 million per year.  The council approved 2, the linkage fee and an increment of TOT.  The TOT was removed after the first year and the linkage fee was cut in half in 1996 at the end of a recession.  Nevertheless, the fees collected have had a return investment unprecedented by any other fees collected by the City.



The Results
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The funds are used to leverage other funding sources, primarily low income house tax credit investors and tax-exempt bond investors from outside the region.  That leverage ratio has been over ten to one.  $81.7 million of Trust Fund capital has combined with over $900 million in other private and public capital.




The Results

Construction Period Jobs 10,000 +

Permanent Jobs 2,500+
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That $987 million has created an estimated 10,000 construction period jobs and 2,500 permanent jobs for San Diegans over its 20 years.




The Results

Rental Units - New 5,600 

Rental Units - Rehab 2,000+

Homeowners 1,200 

Transitional Shelter Beds /yr. 550 
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It has created over 5,600 new rental units and the rehabilitation of another 2,000 units. Over 1,200 homeownership units have been assisted, and 550 transitional housing beds for the homeless and those with special needs have been provided annually.  




The Results

A Thriving Sector
Affordable Housing Developers

1989 San Diego Interfaith Housing Foundation

2010 Affirmed Housing Group
Barone Galasso
Chicano Federation
City Heights CDC
Community HousingWorks
Father Joe’s Villages
MAAC Project
Townspeople
San Diego Community Housing Corporation
Viet Nam Veterans of San Diego
Wakeland Housing and Development

and more
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It has helped grow a thriving sector of nonprofit and for profit developers that specialize in this extremely complex business.  These San Diego-based businesses do development work throughout the county and in some cases the state, bringing even more revenues and jobs to the city.




The Results

Over 10,000 Low Income Households Served

Housing Costs Limited to 30% of Income – More 
disposable income to spend on taxable goods and 
save to move into market rate housing.

Children Live in Safe and Stable Housing – Do Better in 
School

Resident Services Located on Site Including:
After School Homework Clubs
Computer Labs and Training for children & adults
Financial Literacy Training
Job Counseling

and more.
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Finally, the funds have resulted in over 10,000 households having their housing costs reduced to be 30% of their income and giving them more expendable income to spend on sales tax producing goods and to provide a stable housing for their children to succeed in school.  In addition, these developments typicall provide resident services to help them and their children move up the economic ladder.




Effect on Job Creation

Fee is De Minimis

Set by Council at 10% of Cost to Meet Housing Need

Fees are less than 1% of Development Costs
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This was all accomplished with a fee level that was set by the council to have a de minimis impact on development costs.  In fact, unlike other impact fees, it was deliberately set at an amount that would collect only 10% of what is needed to gap finance the cost providing affordable homes for all of the new households created by the new jobs. The fees are less than 1% of development costs.




Effect on Job Creation

The lack of affordable homes for the workforce 
is a much greater impediment to Job Creation 

than the fee.
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W suggest that the larger impediment to job creation is a lack of affordable homes, not the fees.  The cost of paying employees enough to be able to afford to live here has many more negative consequences than a small upfront fee paid at the time of development.



Questions That Need to Be Answered

1. Will increasing the fee at this time affect job creation?

2. If so, what economic measure should be used to determine 
when it would be appropriate to increase the fee?

3. Should the fee be indexed to reduce uncertainty for 
developers?
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These are the questions that will be the on the council’s plate regarding this fee.
Will increasing the fee at this time affect job creation?
What economic measure should be used to determine when it would be appropriate to increase the fee?
Should the fee be indexed to reduce uncertainty for developers?




Questions?
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We are now ready to take questions.
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